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raised while the openings for them are unchanged, a tendency
must be set up towards a rise either in the rate of interest or in
aggregate real income or in both. This means, in the manner
indicated in § 9, that aggregate money income tends to be
pushed up. Thus, as with public borrowing for investment,
not only is the primary effect favourable to aggregate money
income, but it is reinforced and strengthened by a secondary
effect.
§ 12. It will be observed that all the proceedings described
so far entail that the public authorities borrow money. In
so far as they are operated by the Central Government under
the aegis of the Budget, they thus involve also " budgeting
for deficits " : so that it is incorrect to speak, as is sometimes
done, of public works outlay and deficit budgeting as alterna-
tive policies. There is in this country a traditional objection
to budgeting for deficits in normal peace-time conditions except
when some special enterprise for which loan finance is obviously
appropriate, such as the rebuilding of the fleet, has to be under-
taken. But this tradition does not affect expenditure by local
authorities ; and, as regards the central authority, it is easily
got round by operating on funds held outside the Budget,
e.g. by reducing the employers' contribution to the Unemploy-
ment Insurance Fund or allowing that Fund itself to borrow.
Even import taxes can be kept outside the Budget if politicians
so choose ; witness the pre-war levy — it was not, of course, a
tax ! — on imported wheat. These are politicians* devices
and make no difference to the essential facts.
§ 13. Next and thirdly we come to public finance operations
in which the authorities raise money, not by loans, but by taxes,
and, having done so, expend that money on public works of
a sort that do not compete with private investment. Two
.limiting situations suggest themselves. At the one extreme
we might suppose that the money raised in taxes and invested
by the public authority is exactly equal to the cut in ex-
penditure on investment and consumption together which
the persons paying the taxes are led by them to make. At the
other extreme we might suppose that these persons raise the
money for taxes by reducing personal outlay, by drawing
money out of passive deposits and by calling upon new creations
of bank money in exactly the same degree in which these
sources would have been drawn upon had the public authorities

